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77 California Earthquake Safety and Housing Rehabilitation Bond Act of 1988 
Official Title and Summary Prepared by the Attorney General 
CALIFOR~IA EARTHQUAKE SAFETY A:\,D HOUSING REHABILITATIOl\ BOND ACT OF 1988. This ac: 
provides for a bond issue of one hundred fifty million dollars (S150,OOO,OO()) to provide funds for a Califormc. 
Earthquake Safety and Housing Rehabilitation program. 
Final Vote Cast by the Legislature on AB 2032 (Proposition 77) 
Assembly: Ayes 58 
.'\oes 16 
Senate: Ayes 27 
.'\oes 4 
Analysis by the Legislative Analyst 
Background 
The state administers various housing programs to help 
meet the need in California for affordable and decent 
housing. One of these programs, a housing rehabilitation 
program. provides deferred-payment loans for the pur-
chase and repair of housing units occupied primarily by 
low-income persons. Generally, this program provides 
loans at 3 percent annual interest with no repayment of 
principal until the end of the loan period (which can 
range up to 30 years). 
Proposal 
This measure authorizes the state to sell $150 million in 
general obligation bonds for housing rehabilitation pro-
grams. General obligation bonds are backed by the state, 
meaning that the state will use its taxing power to assure 
that enough money is available to payoff the bonds. The 
state's General Fund would pay the principal and interest 
costs on these bonds. General Fund revenues come 
primarily from state corporate and personal income taxes 
and sales taxes. 
The Department of Housing and Community Devel-
opment would use the $150 million for two purposes: 
Earthquake-Safety Rehabilitation Program. The de-
partment would use $80 million for a new program of 
deferred-payment loans to owners of potentially unsafe 
apartment buildings. The loans would be used to rein-
force apartments built with masonry materials (such as 
stone, brick, tile, and cinder block) in order to increase 
their ability to withstand earthquakes. For a building to 
be eligible for a loan, it must be identified by a local 
government as being potentially hazardous. This new 
program would operate under the general guidelines of 
the existing housing rehabilitation program. 
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Existing Housing Rehabilitation Program. The de-
partment would use the remaining $70 million for it' 
existing housing rehabilitation program of deferred-pa\-
ment loans to homeowners and owners of rental housin£:. 
The loans would be used to purchase and repair housin~ 
units to ensure that they are safe and fit for occupancy. 
The measure would allow the department to transfer 
unused moneys every two years between the earthquake-
safety rehabilitation program and the housing rehabilita-
tion program. The measure further provides that loar: 
repayments would be used to make more loans unde:-
these programs rather than to payoff the bonds. 
Fiscal Effect 
Direct Cost of Paying Off the Bonds. For these type5 
of bonds, the state typically would make principal anc 
interest payments from the state's General Fund over c. 
period of about 20 years. Assuming all of the authorizec 
bonds are sold at an interest rate of 7.5 percent. the cos: 
would be about $270 million to payoff both the principa; 
($150 million) and interest ($120 million). The average 
payment would be about $13 million each year. 
Borrowing Costs for Other Bonds. By increasing the 
amount that the state borrows through bond sales, this 
measure may cause the state and local governments to 
pay higher interest costs on bonds sold to support other 
programs. These higher interest costs, which would result 
from higher interest rates, cannot be estimated. 
Impact on State Revenues. The people who buy these 
bonds are not required to pay state income tax on the 
interest they earn. Therefore, if California taxpayers buy 
these bonds instead of making taxable investments, the 
state would collect less income taxes. This loss of revenue 
cannot be estimated. 
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Text of Proposed Law 
This iaw proposed bv Assemblv Bill 2032 (Statutes of 1988. Ch. '1:11 is submitted 
to tht' people In accoroance with the provlSlons of Article XVI of the Constitution. 
Tnb proposed law adds sections to the Government Code: therefore. new 
'oVlslOns proposea to oe added are prmted in itailc type to mdlcate that they are 
_'\I •. 
PROPOSED LAW 
SEC.:2. Chapter 12.45 Icommencmg with Section 8878.151 is added to 
Dn'lSlon I of Title 2 of the Government Code, to read: 
CHArTER 12.40.. CALIFORNIA £~RTHOUAKE SAFETY AND 
Ho('sISC REHABILITATION BOND ACT OF 1988 
Article 1. General ProvisIOns 
587'8.15 This chapter shall be known and may be cited as the Ca/tfornia 
Earthauake Safety and Housin{!, RehabilitatIon Bond Act of 1988. ' 
887'8.16. Asused in this chapter. and for the purposes of this chavter as used 
in the State (;eneral Obligation Bond Lau~ the followmg words have the 
follou'mlZ meanmlZs' 
!O) "CommIttee" means the Ca/~fornia Earthquake Safetlj and Housm{!, 
RehabilitatIOn Fmance Committee. 
I b! "Department" means Department of HouSln{!. and Communitlj Develop-
ment 
Ie' "F ulld" means the Housin{!. Rehabilitation Laan Fund establish blj SectIOn 
50661 of the Health and Safety Code. 
I d i ' "Local a{!.ency" means anlj citlj. citlj and countlj, or county. 
Article 2. California Earthquake Safety and 
Housing Rehabilitation Program 
8878.20. I a! Of the vroceeds of bonds issued and sold pursuant to this 
chapter. ehthty million dollars ($80JXX)JX)O) shall be deposited in a special 
account m the Housin{!. Rehabilitation Loan Fund and shall be used bu the 
devartment. in accordance with the criteria and vriorities now or hereafter 
established by statute. to make deferred payment loans to mcrease the abiltty of 
unremforcea masonry multifamily residential structures to u'ithstand earth-
quakes. To be elifIible for a loan funded pursuant to this sectIOn. not less than 7'0 
percent of the tenants shall be' households specified in SectIOn S()(}79.S of the 
Health and Safettj Code. 
I b) Prior to makmfI commitments under this pro{!.ram for loans in a particular 
local afIenClj S jurisdiction. the department shall determine that the local afIenClj 
has completed all mventory of the unreinforced masonry structures within its 
jurisdiction and has adovted a miti{!.ation ordinance pursuant to Section 8870..2 or 
'ction 19163 of the Health and Safetlj Code. The local agenClj shall establish 
Jiteria, terms. and conditions to ic!entiflj eligible rental housing developments. 
Onllj structures identified as potentialfy . haZIJrdous buildin{!.s blj a local agenClj, 
in accordance with criteria of Section 8870.. shall be eligible for the loans. 
10 All seismIc safetlj rehabilitation improvements made with loans funded 
pursuant to this section shall be in accordance UJith a plan developed for the 
structure bu a civil enfIineer or architect. 
(d I LOOns made pursuant to this section shall constitute liens in favor of the 
department. Payments of the principal of and interest on, the loans shall be 
depOSIted in the HousinfI Rehabilitation Loan Fund. 
8878.21. Of the proceeds of bonds issued and sold pursuant to this chapter, 
seventtj million dollars IS:V,()()(J.(}(){)) shall be deposited in a special account in the 
Housing RehabilitatIon Laan Fund and shall be used by the deportment. in 
accordance with the criteria and priorities now or hereafter established by statute, 
for the housinf,! rehabilitation loan programs authorized blj Chapter 6.5 (com-
mencing u'ith Section 5O(j(j()) of Part 2 of Division 31 of the Health and Safety 
Code. including the Special User Housing Rehabilitation Program authorized by 
Section 50670 of the Health and Safety Code, but not including the special 
prof!ram authorized by Section 50662.5. However. none of the moneys allocated 
pursuant to this section shall be used to make deferred paljment loans to acquire 
residential hotels. 
8878.22. Notwithstanding the allocation of bond proceeds specified in Sec-
tions 8878.20 and 8878,21. the director of the department every two years, 
commencing June 30, 1990, malj reallocate the bond proceeds pursuant to this 
section between the accounts established in the Housing Rehabilitation Laan 
Fund by Sections 8878.20 and 8878.21. The director of the department malj 
reallocate these moneys as necessary to satisfy program needs if demand for loans 
from one of the accounts substantially exceeds the level of funding therein and 
there is an unencumbered balance in the other account which exceeds the amount 
of loans for which there are then pending applications. The amount of any 
transfer from an account in the Housing Rehabilitation Laan Fund pursuant to 
this section may not include moneys for which loan applications from potentialllj 
eligible applicants are then pending. 
Article 3. Fiscal Provisions 
8878.25. B, onds in the total amount of one hundred fifty million dollars 
(S150.()()(J.(}(){)), exclusive of refunding bonds issued pursuant to Section 8878.34, or 
so much thereof as is necessary, malj be issued and sold to provide a fund to be 
'd for carrying out the purposes expressed in this chapter and to be used to 
reimburse the General Oblif,!ation Bond Exvense Revolvin{!. Fund pursuant to 
SectIOn 16724.0. of the Government Code. All bonds herem authonzed which have 
been dullj sold and delivered as prOVIded herein shall constitute valid and lef,!allu 
binding f,!eneral obligatIOns of the State of California, and the full faith and 
credit of the State of California is hereby pledf,!ed for the punctual paljment 0( 
both pnncipal and interest thereof . 
8878.26. The bonds authorized btj this chapter shall be prepared. executed. 
issued. sold. paid. a1ld redeemed as vrovided in the State General Oblif,!L ion Bond 
Law (Chavter 4 icOmmencin{! with Section 16720) of Part 3 of DivisIOn 4 of Title 
2 of the Government Code). and all of the provisions of that law apvllj to the 
bonds and to this chapter and are hereby incorporated in this chapter a thoufIh 
set forth in full in this chapter. 
8878.27 (a! Solellj for the purpose of authorizing the issuance and sale. 
pursuant to the State General Oblillation Bond Law, of the bonds authorizea' by 
this chapter, the California Earthquake Sofety ana Housinf,! RehabilitatIon 
Finance Committee is hereby created. For purposes of this chapter, the CalifornIa 
Earthquake Safetlj and Housing Rehabilitation Finance Committee is "the 
committee" as that term is used in the State General Oblif[ation Bond Lau·. The 
committee consists of the Treasurer. the Controller, the Director of Finance. or 
their designated representatives, a person appointed by the Senate Rules Commit-
tee, a person appointed blj the Speaker of the Assembly, and the Executive Director 
of the Seismic Safety Commission. The Treasurer shall serve as the chairperson of 
the committee. A majority of the committee may act for the committee. 
(b! For purposes of the State General ObligatIOn Bond Law. the Department 
of Housing and Cammunity Development is designated the "board. " 
I c) The board may adopt rules and regulations establishing requirements for 
local administration of the financing program to the extent necessary to protect 
the validity ot: and tax exemption for, interest on the bonds. 
8878.28. The committee shall 'determine whether or not it is necessary or 
desirable to issue bonds authorized pursuant to this chapter in order to carry out 
the actions specified in Sections 8878.20 and 8878.21, and, if so, the amount of 
bonds to be issued and sold. Successive issues of bonds may be authorized and so[d 
to carry out those actions progressively, and it is not necessary that all of the bonds 
authorized to be issued be sold at anyone time. 
8878.29. There shall be collected annually in the same manner and at the 
same time as other state revenue is collected, a sum of money in addition to the 
ordinary revenues of the state, suffICient to pay the principal of. and interest on. 
these bo~ as provided herein, and all officers required by law to perform any 
duty in regard to the collection of state revenues shall collect that additional sum. 
8878.30. Notwithstanding Section 13340 of the Government Code, there is 
hereby appropriated from the General Fund in the State Treasury, for the 
purposes of this chapter, an amount that will equal the total of the follou'ing: 
(a) The sum annualllj necessary to pay the principal of. arufinterest on, bonds 
issued and sold pursuant to this chapter, as the principal and interest become due 
and payable. 
(b) The sum which is necessory to carry out the provisions of Section 8878.31, 
appropriated without regard to fiscal years. 
8878.31. For the purposes of carrying out this chapter, the Director of Finance 
malj, by executive order, authorize the withdrawoif2rom the General Fund of an 
amount or amounts not to exceed the amount 0 the unsoid bonds which the 
comml,ttee has, by resolution, authorized to be so for the purpose of carrying out 
thIS chapter. Any amounts withdrawn shall be deposited in the fund to be 
allocated blj the board in accordance with this chapter. Any money mode 
available under this section to the board shall be returned by the board to the 
General Fund, plus the interest that the amounts would have earned in the Pooled 
Money investment Account, from money received from the sale of bonds for the 
purpose of carrying out this chapter. 
8878.32. All money deposited in the fund which is derived from premium and 
accrued interest on bonds sold shall be reseroed in the fund and shall be available 
for transfer to the General Fund as a credit to experiditures for band interest. 
8878.33. The Legislature hereby finds and declares thilt, inasmuch as the 
proceeds from the sale of bonds autliorized. by this chapter are not "proceeds of 
taxes" as that term is uSed in Article XlII B of the California Constitution, tlie 
disbursement of these proceeds is not subject to the limitations imposed by that 
article. 
8878.34. A nlj bonds issued and sold pursuant to this chapter may be refunded 
by the issuance of refunding bonds in accordance with Article 6 (commencing 
with Section 16780) of Chapter 4 of Part 3 of Division 2 of Title 2 of the 
Government Code. Approval by the electors of the state for the issuance of these 
bonds shall include the approval of any Iionds issued to refund any bonds 
originally issued or previously issued refunding bonds. 
8878.35. The board may request the Pooled Money Investment Board to make 
a loan from the Pooled Money Investment Account, in accordance with Section 
16312 of the Government Code, for the purposes of carrying out the provisions of 
this chilpter. The amount of the request shall not exceed the amount of the unso(d 
bonds which the committee has by resolution authorized. to be sold for the purpose 
of carrying out this chapter. The board shall execute such documents as art 
required by the Pooled Money Investment Board to obtain and repay the loan. 
Any amounts loaned shall be deposited in the fund to be allocated by the board 
in accordance with this chapter . 
... -~----------------------------------
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77 California Earthquake Safety and Housing Rehabilitation Bond Act of 1988 
Argument in Favor of Proposition 7i 
The threat of a significant earthquake is a real fear and 
danger to all Californians. Proposition 77 will dedicate 
funds to finance necessary structural improvements to 
protect residential housing from earthquake damage. 
When Los Angeles was hit last October with a major 
earthquake, 80% of some 700 apartment buildings which 
suffered damage were of "unreinforced masonry"-those 
buildings made of cement blocks and unreinforced brick 
that are the most vulnerable to a significant earthquake. 
Almost 1,400 families were displaced. In San Francisco, 
some 25,000 apartments are built of unreinforced mason-
rv. Unreinforced masonrv structures are found in virtu-
ailv everv community in' California. 
Propo;ition 77 will provide an $80 million loan program 
to finance the structural improvements needed to 
strengthen many of the residential structures that have 
been identified by city and county governments as posing 
the greatest threat in the event of an earthquake. This 
work is necessary to protect not only those living in the 
building but also those who may be working in or, by 
chance, be near one of these structures at the time of an 
earthquake. 
The recent earthquake in the Los Angeles area is a 
powerful reminder that we must better prepare our-
selves for the next one. Without a program to address this 
need in advance, government will be left with the far 
more expensive alternative of dealing with death and 
destruction. We must act prudently now to protect 
ourselves. 
Proposition 77 also will provide 870 million to rehabil-
itate residential housing structures. We have an urgent 
and continuing obligation to provide affordable housing 
to meet the increasingly unfilled housing needs for 
Californians. It is estimated that some 875,000 apartment 
units need to be rehabilitated simply to meet basic health 
and safety standards. Sufficient, safe. clean and affordable 
housing is not available for many Californians, particu-
larly those with special needs such as the elderly and 
handicapped. Proposition 77 would provide money to 
rehabilitate existing housing to improve and preserve our 
neighborhoods. 
Proposition 77 will provide a program to improve and 
protect California's affordable housing stock. 
WlLUE L. BROWN, JR. 
Speaker of the Assembly 
DmfINIC L. CORTESE 
Assemblyman, 24th District 
Member of the Seismic Safety Commission 
RICHARD FLOYD 
Assemblyman, S3rd District 
Rebuttal to Argument in Favor of Proposition 7i 
The State Legislature is asking voters to approve an 
unprecedented $6 billion ($6,000,000,000) in bonds to 
finance numerous government projects. 
They asked for billions in the last election, and, win or 
lose on June 7th, they are already planning billions more 
for this November's ballot. 
We urge you to vote NO on all the bond measures on 
this ballot. Even if you consider the proposal a good one, 
please note that you and other taxpayers now and for 30 
years will have to pay the interest on these bonds. 
We were unable to see the proponents' arguments 
before we wrote this rebuttal because the legislators 
waited until one month after the statutory deadline to 
place this measure on the ballot. 
There was no discussion in the state government as to 
whether or not these bonds would be proposed. There 
was only discussion as to how much they would be 
requesting and when the people would be asked to vote. 
Democratic and Republican politicians are never hap-
pier than when they are spending the taxpayers' money. 
With bond financing, these legislators can show their 
support for popular projects without immediately raising 
taxes to pay for them. People in the future, though, will 
have to pay hefty interest charges to the bondholders. 
Just say 1\0 to the politicians in Sacramento. VOTE NO 
on Proposition 77 and vote NO on all the other bond 
measures on this ballot. 
TED BROWN 
Chairman, Libertarian Party of California 
Candidate for U.S. Congreu, 22nd District 
CURTIS S. HELMS 
Libertorian candidate for State Assembly, 41st District 
WILUAM T. "BILL" LAKE 
Libertarian candidate for State Assembly, 46th District 
50 Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency P88 
California Earthquake Safety and Housing 
Rehabilitation Bond Act of 1988 77 
Argument Against Proposition 77 
"bond." n. anything that binds. fastens. or confines: 
imprisonment. captivity: a duty or obligation imposed 
by a contract, promise, etc. 
The State Legisiature asks you to approve 8150 million 
in bonds to finance low-income housing and to provide 
loans to make old buildings earthquake-safe. We urge you 
to vote NO. 
The politicians say that bonds are a painless way to 
finance a program that is important to them. Using a 
credit card to buy a stereo or TV is painless, too-until the 
bill arrives. Californians will be stuck paying interest on 
these bonds for 30 years, a very painful proposition 
indeed. 
The legislators only seek bond financing of this expen-
sive housing proposal because voters have limited their 
ability to constantly raise government spending. Bonds 
are exempt from Proposition 4, adopted by a 74% vote of 
the people in 1979, which limits the growth of state 
budgets. The maximum has now been reached, and these 
politicians are scrambling to deceive the taxpayers while 
still maintaining all their government handouts for spe-
cial interest groups. 
This $150 million program is unnecessary in any event. 
wernment planning and bureaucratic actions have 
luced the supply of low-income housing and now they 
.. dIlt our hard-earned money to be spent trying to 
correct the problem. 
There are many examples. Community redevelopment 
agencies have declared numerous low-income housing 
units to be "blighted." These have been torn down and 
replaced by skyscrapers and other buildings owned by 
politically favored developers. The poor have been 
thro\\TI out into the streets. 
City officials have gone on a rampage against owners of 
old, run-down buildings, fining and jailing them for 
building code violations. These owners either raise rents 
to cover the costs of remodeling or take the housing off 
the market completely. The poor are again thrown out 
into the .,rreets. 
Rent control laws violate all free market principles 
because they do not allow apartment owners to profit 
from their investments. Fear of government regulation 
and price controls prevents people from privately build-
ing new housing units. Nixonian-style wage and price 
controls didn't work fifteen years ago, and they don't 
work now. 
Private solutions to housing problems are always pref-
erable to government actions. Investors should be able to 
build housing units without regulation. Private agencies 
that care for the poor and homeless, like the Los Angeles 
\iission, are much more efficient and economical than 
wasteful, bureaucracy-ridden government programs. 
Send a message to Sacramento. We don't want debt. 
Our children and grandchildren don't want debt. VOTE 
NO 0:'\ PROPOSITION 77 and vote NO on all the other 
bond measures on this ballot. 
TED BROWN 
Chairman, Libertarian Parly of California 
Candidote for u.s. Congress, 22nd District 
CURTIS S. HELMS 
Libertarian candidate for State Assembly, 41st District 
WILLIAM T. "BILL" LAKE 
Libertarian candidate for State Assembly, 46th District 
Rebuttal to Argument Against Proposition 77 
The opponents of this measure would have you believe 
that it is not a sound financial investment for government 
to protect lives and property from the next significant 
earthquake. It is not only a sound financial investment 
but also sound public policy. 
The recent earthquake in the Los Angeles area resulted 
in six deaths and about 200 injuries. According to the Red 
Cross, it left some 9,000 men, women and children 
seeking emergency shelters. Government allocated $U1 
million of taxpayer moneys for disaster relief. 
While we can't yet predict an earthquake, we can act to 
prevent death and protect property. 
It is both fiscally prudent and necessary to develop 
responsible programs to meet the housing demands of 
our citizenry. Proposition 77 will generate funds to make 
loans-loans that will be paid back-to make existing 
J 
California housing safe. Proposition 77 will work to 
maintain the integrity of our neighborhoods and to make 
housing available for our children and for special popu-
lations like our seniors and the handicapped. 
Proposition 77, for once, will have government act to 
avert a crisis-not simply pay to clean up after one. It is 
a responsible and responsive housing program for the 
health and safety of all Californians. 
We urge you to vote "aye" on Proposition 77. 
WILLIE L. BROWN, JR. 
Speaker of the A88embly 
DOMINIC L. CORTESE 
Member of the A88embly, 24th District 
Member of the Seismic Safety Commission 
RICHARD FLOYD 
Member of the Assembly, 53rd District 
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